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its rules to allow an operator to obtain prior approval for a

system rebuild or network upgrade. Under the procedures

envisioned by Sammons and TCA, an operator would propose the

upqrade to the authority entitled to regulate its rate with a

showing of the revenue required to finance the upgrade. The

rate authority would then approve both the upgrade and the

increased rate necessary to finance the upgrade. At the time

of approval, all the concerns about whether the property will

be used and useful to customers can be addressed. The operator

would then be entitled to increase its rates consistent with

the rate order. Sammons and TCA also recommend that the rate

authority have the right to permit staged increases in

regulated rates over the period of construction. In this

manner, subscribers would not suffer the rate shock of having

the full increase added to their bills at the time the plant

was fully placed in service. So long as the costs of upgrades

can be demonstrated to be prudently incurred, and a

demonstration made of the upqrade's future usefulness, the

costs would be legitimate. Sammons and TCA would remind the

Commission that such a procedure is consistent with the method

of rate regulation that was employed prior to the 1984

amendments to the Communication Act. Before the Cable Act

reaoved rate setting authority from most franchise

authorities, cable operators typically approached franchise

authorities with rate requests based on improvements in the
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system's facilities. Under the terms of the rate approvals,

operators were given certain milestones for completion. If

the milestones were met, the operators were permitted to

gradually increase rates to finance the necessary

construction.

A similar process today will provide the necessary

incentive for cable operators to significantly increase their

channel capacity. With increased channel capacity many new

program services will find the platform necessary to launch

their service. Cable operators will also have the financial

ability and incentive to provide the upgrades necessary for a

fully interactive information superhighway which will provide

benefits to all.

IV. CONCLUSION

The NCTA compromise will provide a mechanism for

operators to add new programming to existing channel capacity

in a financially prudent manner. The compromise also

eliminates the impediment that low priced programmers have

been facing under the current rules. However, by itself, the

compromise does not fully achieve the Commission's twin goals

of controlling the price to consumers for regulated

programming or of providing incentives to operators to upgrade

their existing facilities. The price governors suggested by

Sammons and TCA will facilitate a more market driven price for
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The slight change suggested for the

streamlined cost of service rules for network upgrades will

remove the impediment the existing rules place on operators

investing capital in the upgrade and reconstruction of their

facilities.

Accordinqly, it is respectfully requested that the

commission adopt the proposals contained herein.

Respectfully submitted,

INC.

ark J. Palchick
Thomas B. Magee
Baraff, Koerner, Olender

& Hochberg, P.C.
5335 Wisconsin Avenue, NW, suite 300
Washington, D.C. 20015
202/686-3200
Their Attorneys
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Dps Side With Sammons, Slam MTV
., kIM MrrCIIELL

A
Idloap some induslry executives criticized the

..
way SamIllODS Communications handled its re-

•. cent switcbout ofM1V: M.-k Television in four
systems, the IIlOft last week ..nd wideIpread
support ...... CJPII*II ..... fIum top 10 MSOs

o independents..
In tile meatIliBle, howe¥eI, a wen-orp. ized co_mer

:amp.ip.-s.nmc- hal bepn....18OIIIeIIhIm
- pIMIi. ,,'Allineftl pM,... tium local priIIl_1V
nedia and lending support to M1V's contention that the
1Iap will fuellD existiDl aeptive ..... of the cable in­
:Iustry;

The declaim of four Sammons IyatemI (two iD Pea­
lylvania, two in Teanc.lee) to rqMce M1V widl Video
Jukebox NetwoIt - after whit SOIIfalS 0II1JodI sides de­
!lCribed a several frusIrati8a. fruitless rounds of contract
renewal neptiatioM - pmered a sc:adIiIIa editorial ...
week in the Bucb COfIIfIy COIU'ier Tilltel (cimalation
58,000). The editorial b&wd of tile re-ylvania newspa­
per contended that "puHiaa the plus 011 M1V is jlllt one
more show ofarropnce tIIat says Congress ha to act."

In Tennessee. the oIfiee ofSen. Albert Gore received be­
lween 50 and 100 phone calIs protestina tile dec:ision, said
Gore spokeswoman Mula 1tomIIIh. ""This is anoIher illus­
tration ofhow the cable mdastty takes .......of the cus­
tomers it's supposed to serve," she said, addins tllat the
move was just anodIer piece of ammunition in the S 12 ar­
senal. (Gore is a leading backer of S 12, a cable re-regula­
tion bill now before the Senate.)

Indeed, backed by M1V, leaders of the consumer cam­
paign said they plan to del. Dall8s-besed Sammons with
petitions and phone calls. Furthermore, they are approach­
ing local media, cable advisory boards and town councils
in an effort to have the operator's franchise revoked.

I..indI Bane, of Morrisville, PI., is lead- cent per year that Sammons would have
ing the c:hIrge in her oommunity with the had to pay would not even begin until
help of her husband, attorney David 1993, operators sc:ofkd at the claim, say-
Bane. "We have flyers and petitions all ing that MTV Networks has also raised
over Buc:b County," she said. "I want 10 rates for both Nickelodeon (by one 10 two
do wllat's best for the lownship..,. My cents) and VH-l (from free or one cent
goal is not to brins another cable com- per month to...... four CleIIIs). A pro-
pany here, but to have MTV put back IUmming executive at one MSO de-
011." scribed MTV Networks a "a black IN>Ie

8Iae Slid her JIOUP of200-300, which that suc:b up your money and docIn't give
calls itself "Viewers Voice for M1V," is you anything back."
uran. people to cancel.., services such "Look, I undelSland [operators'] coo-
a Home Box Office, Cinema:x, Disney cems," said Freston. "If 30 [basic net-
and M1V sister-services Showtime aDd worts] each raise their rates two or three
11Ie Movie a-w.et ifSaI.B...does not cenII it can add up. But the oontenlion that
reiMIatc M1V by February. M1V Networks is raIe-JOUJi. is lOlally

Sammons president Mark Weber and erroneous. We've always been a moder-
other executives did not return phone ately priced part of the basic: pec:bse."
calls by press lime. M1V Networks Others expressed resentment over
chairmaD and CEO Tom Fn:sIon said ne- M1V's profitability. "They're making a
goliaIiGIIS with Sammons are continu. but emphasized ki.... in advertiIiaIo and they're makiIIs a killing from the
that his network will do "whatever's necessary to protect operator," said one small independent. "And their idea of
its business." long-form" progranamins is stringi. logether 20 minutes

Dapilc the ftap wiIhin the four Sanunons systems (reach- ofvideos that they get from RaJId companies for free. And
illl some 100,000 subecaibas). operaton industrywide of- now they want us to pay for VH-l? I guess lhey're better
fcred staunch support for the move, which followed an of- at comedy than we all thought...
fer by the systems to put M1V 011 a tier. But. MTV spokeswoman replied, "We pay record com-

RanPt8 from laf8C MSOs to small operators, many point- panies millions of dollars a year for our programming and
ed out that resentment against M1V is at an all-time high. lhe righllo air some videos exclusively...
The network - which can c:osl operators 11-25 cent5 per Bul even while operators berate M1V for its weak local
subscriber depending 011 their size - "is as expen5ive 85 ad sates. flat ratings, high license fees and onerous penal­
CNN, except I don'l have a hard time sellinslocal adver- lies for tiering, lhey acknowledge thai other networks share
lising on CNN, and lhe rati. are a hell of a lot beller," those faults.
said one lop 15 operator. "Bul M1V ha another problem lhose nelworks don't,"

Although M1V contends the annual rale increase of 1 SEE OPS, PAGE J4
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Cdies Get More Assertive
01 Franchise I_wals

By RACHEL W. 11IOMPSON,. ,. . . , .. t . .'
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Hal Krisbergh said
that early launches using
analog techniques and--- , '. . ,
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he said. "the consetiMls, they'te he­
g more difficult."
) Barry Orton, a professor of tclecom­
the University of Wisconsin and a city
the upcoming round, the industry's

ling to dovetail with what the cities

! Gtt More AssertIYI 01 ReneWIII

:re's no free lunch here," he said. "If we
st X million dollars to rebuild the plant
I1se. we're going to have to amortize that
, raising the rates maybe SO cents."
~ors, concerns about franchise tams
land with complaints about consultants,
ors said, even when helpful, prolong the
• because operators often pick up the tab
vices. increase the cost of a renewal.
, attorney, who spoke on die condition thai
lentified, said many consultants are "ad-
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also dilCODnected MTV fI'QID
about 4S systems 011 June 30. (ol­
10wiDJ UBIUCCeIIful CODtIWCt Ie­

neWlII ........ A topTCAa-
eituIM for the CCJftII*IY uid .....
"despite MTV ......ofdie ....
ter," COIIIUIDeI' outay died down
after about two.....1IId thIldle
company suffered minimalloal­
term ICtbecb • a aauIt <.........
TCA's fourth-quarter eaminp
were affected; see related story
paae27).

TeA is oft'ainlMTV • ahe,
optioaallCll'Vice in thole 5Y*B,
and between 4S ...7S pen:eot of
subscribers - depending on the
system - have opted to n:ceiYe it,
the executive said.•

CONTINUED FROM PAGE J
said one. "Most operators lie oIda'
guys. They just don't WItCh MTV,
so they don't relate to it. They
don't understand the value, as it
were."

The only criticism openton of­
fered about the switchout repnIcd
Sammons' approach. Sammons
backed its decision with a con­
sumer poll that surveyed only a
small percentage of billpayers
rather than entire households. In
addition, the MSO's last-minute
notificltion ofCOIDIIUIity officials
and consumers did not help to
defuse the public outcry, operaton
said.

Like Sammons, TeA Cable Inc.

II&:COlO~ .1" lbO.r"'J."_I••~..•:WIC.. : Ul :.u,.~~.
memhm aaod a ,.3D,J992.,~ t, .. ~" •.

Aa..of ' .,., t ~

..... ia aNew Ycxt eatId. Aa:a;,11 aWl"::.=
idr:Dt Manri8 "'ml., aMi.~ .....,.,......... ..~

..~==-~~~:'~:i.lm.l:

....for ....... BMI,.........,., .
2111iIlioa~_.....,..,.I.ld l

VIdeoJubbox~ ".~,~j,t. .'i>~ ..~~. 'L •.1iti
~_...._.~c.- --wbo~l

DOt,a~NPiidpab __ fna ....

worb.. iDclude,"veIy. (ew ".,l~'''':. ,·,fif it .;j'l,jJ
~\ ' :,/~(~ .ro· .", .' .,'-r-t. ,~. :. ·llll.:. .' ...

Ops 5We WIllI s-s, sa.. JAN

Johl Fr.y, .TV Exec, DIes
l EY WEST, PIa. -Jcftt fIey,lhe LolA,. 'n IIllfd 1JISioMI .....

ac:c:ount director for MTV Networks who .... been silled to beI:oI.­
its West Coast syndication director this year, died ofcancer here It •
52.

Frey, a native ofChicaao. hid worted iD IIdYatisiDa at the CItictJIo
SlUt-Times before movina to broIdcast sales. He hid worbd for NBC
in the top three TV ...-kets as well as levall iadepelldent TV sUISDIa
in Los Ansdes. He joined MTV in 1986.

In lieu of flowers, the f_ly ... requesIed ...doaItions be .... to
the Advertising Industry Emergency Fund.•

.tsi. cities k) ... IS shott IS pcmlble lenns" but
at the same time 108dI. up the franchises with items
gulll'Mteed to require a rate increase to pay for.

To the eXlent IhIt cities adopt Ibis ......... he Slid.
"We're likely to see a repetition of the franchisin.
frenzy of the early ,80s, where cities forced cable
companies to make commitments which may be un­
realistic" and later led to disputes.

dustry wants to undertake upgrades'" Pointing to lime Warner's experimentall5O-cllM­
crease system reliability and perfor- nel cable system in Queens, N.Y.• this attorney said
:eds more channel capacity to take ad- he bas no doubt he will..the question, "Why can't
llential new revenue streams. such as we have ,~O channels? They have it in Queens."
and pay-per-view. Lawrence Monroe, CEO of Municon Corp. mumc­
'on't be contentious, Orton said, "unless ipal consultants. doesn't view technolo8y as an issue
:rators are very. very. _ .' ". : at all. He said he assumes the cable
,long as they'reputtins ft .~ .,. 'be'f,•. 1 compMly needs toupande its sys-
!leir systems. "I don't~ wont· lemforilsownpurposes.llldsore-
• and the cable industry . contentious "unIess moves the issue from the negotiat-
e very far apart." '. ing table on day one.
nents indicate that the opetators are very, That eliminates the cable indus-
w capital spending on very cheap." . try's "historical ability to place the
es will be a signifacant .. .; ...... for rille increases on munic-
Iltion. Particularly in die . ),' ..",~ ipal officials, he said, and shifts
I1g climate. attempts by .~. ."2........ ..,. control back to the municipality.
~s to exert control i After that, "you're limited only by
ing short renewal terms your imagination.. in what you can
ashes with system operators concerned ask for, he said.
~ing their investments. "As a rule, once (the companies] are told that
-Iellman, senior counsel for Tele-Com- they're not... to be n:quired to rebuild !he systems,
nc.• said the most hllpOltant istue cIuriDI they get very creative in what they can offer, because
'What's state.<Jf-the-at JOing to be? And they undcrsfand that they're going to have to make it
ied into the term of die franchise." worth the city's while" to grant an extended franchise,
an, vice president ofcorporate develop- Monroe said.
vemment affairs for Falcon Cable TV, One attorney who is a consultant for cities, who
ities like the idea ofhaving more chMnel spoke on the condition that he not be identified. pre­
don't want to see the cost reflected in dieted that the renewal environment will be "very ex-

plosive" for the next several years. RaIes will continue
to climb, and many municipal officials, he predicted,
will simply throw up their hands and ask, "What's the
point?"

That frustration, combined with the inability to
make predictions about technology and regulation,
will lead to many shorter renewals by cities that will
choose to "revisit (the issue] when the landscape's a
little clearer," he said.

This attorney also said he expects municipal 0wn­

ership to become both a real option "and a real bat­
tleground....
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MSOJ STfI' UP
HiT LOIIYING,
VISIT GREENSPAN••••••••••••27

IN!1ii
PIOGIBs IIPOIT
ON J'HIIOIJ.OUF
OF DlGlrAl. AUDIO••••••••••• , 7

SEE TCA, PAGE J6

I've been telta. it to tbem for the put tine years."
But MTV contended that Nichols' decision to drop

the ndwoIIt "1IKlre to do with TeNs raqotiations
of its c:ontract than anythi1l8 else. "We're negotiating
over fees. 11Iis has nothi1l8 to do with content," said
an MTV spokeswoman.

Tom FRston, chairman and CEO of MTV Net­
works. said his network's content standards were no
worse than those found on broadcast television. ".n
fact," he said. ". would say our standards are higher.
We are quite responsible in how we program this net­
work."

M1V this year refused to playa Madonna video for
the song "Justify My Love."

., KIM MITCHELL
"1V: MIIic~isionwiD_4S0,(0)..aaibt:rs
... next week.Texas-bBdTCA Cable1Vwas ex­
pected to drop MTV on Sunday from its bIIsic cable
lineup in 53 systems -lIppImItIy because the MSO
wanted to scramble MTV and the network refu&ed.

Fred Nichols, president of TeA Cable, said his
OOIIII*IY wanted to scramble MI'V's sipaI and make
it available. at no extra charge, only to homes that re­
quested the network.

"This is something we've been stnIggiing with for
years;' said Nichols. "We serve a lot of rural oommu­
nities in Texas, Arkansas and Louisiana. and people
there are very unhappy with the amount of sex and vi­
olence in music videos. (MTV) knows this, because

TeA Doesn't Want Its MTV

,~:,~~='" TCI s•• CIfIIItt ,., E• ."
d' . . " kIM Mnt:HELL
'1,; 'I", .', .,1IAtWI;W.I~ DBNVEIt - Encore and Tele-Communlc:attons

1:. 7. t 'NI,"" oW [ 1........ Inc:. lat week shook oft' their recent martetinl
~ Ine~d • ..-o0ןI controversy and teconItd 398.S3S telephone or-

.., cable tax. ders for the new mini-pay service, representiIIc IIIOR

: a1_all' ' .-...~.....-.....c:.- than 6 percent ofall eligible TCI customers.
· 10..c__n' bilkwilla.................. Also, Encore's promise to drive pay sales will be
.'_ c:IIar to ofIIc:iaIt willi they tested this week when TCI offers Encore and Home
:~aJ "3 ollie IlL w.. SIIeI dIIh CMI' 75,000 ....... to Box OffICe, or Encore and The Disney Channel for
'''''zitI .. "'11 ,_ ok: $6.9S to customers who maintain their cunent level

, -00........,.. , sued..It.-. t I F 01 ofservice. 11IOIe QIIIUnas '*' aIIo buy all tine Dd-
'............ 21 .' 'I] IC ., I ..,... iii. hr works for one year for $12.90 alllOllda,. pm ofa
.~••'I ." wall .. new direct-mail eatnpMp c:onc:octed by TCI.
',lit III ,.. pieceoflrar' ,.. LarryCarhon,executivevic.1epraidentIlldCOO

,Ilk ., __ (" In '~". . . of Tel Cable Ma..ment, said Tel had allO ap-
,~..,_ ~........ proeched Showtime with the idea, but executives at

...........p. • f to 1M "1I.'In e that network declined to particip.ae.
~ ..,.. J 3 al SI Before TCI could launch its muItipay tell, it lint
.~ tIP ew\ ..,., itWIt _ alNK:rA ,.... .. h8d to alert c:ustomers to the ..... of... 011 how

. JIj,••CDA S milt'".1_wllilltile D t Ph..... F.ncoIe would be lOkI. 11Ie Ddwodt is cunady beinI
iIiIipit" J 1IlLt11 ' • Tn ".",.... .,...... shown flee of dIarBc in e.... TCI s,-..

...........'.d I _ ,...,. ........10.. Underthe~of(]JSI~SavicesJnc..,:.....'.r I .' wiIIa.... g, m..oneweeklopulkJFlbera ......,
~''''''''.'''f'' f J9 2' _ I ,Tte... after its June 14 aIIIIOURQCmealllhlt it WIS its
..............1 ' 7'2" 77..... '111 I ... aJIIIIO¥CniaI~""...atiIII""""'for

SIlB£OIIIIfIN6, ItlGBJI Enoore in favor of a positive-option appIoech.
SEE Tel, PAGE JI
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CIITIlICITI or SlIvICI

I, Marianne C. Lynch, certify that I have this 29th day of
July, 1994, sent by regular united states mail, postage prepaid, a
copy of the foregoing "Reply Comments" to:

Honorable Reed Hundt, Chairman
Federal Communications
commission
1919 M street, NW, Room 814
stop Code: 0101
Washington, D.C. 20554

Commissioner James H. Quello
Federal Communications
commission
1919 M street, NW, Room 802
stop Code: 0106
Washington, D.C. 20554

Commissioner Andrew C. Barrett
Federal Communications
commission
1919 M street, NW, Room 826
stop Code: 0103
Washington, D.C. 20554

commissioner Susan Ness
Federal Communications
commission
1919 M Street, NW, Room 832
stop Code: 0104
Washington, D.C. 20554

Commissioner Rachelle Chong
Federal Communications
commission
1919 M Street, NW, Room 844
stop Code: 0105
Washington, D.C. 20554

Meredith Jones, Esq.
Federal Communications
Commission
Mass Media Bureau
2033 M Street, Room 918
stop Code: 1800F
Washington, D.C. 20554

Merrill Spiegel, Esq.
Legal Advisor
Office of the Chairman
Federal Communications
Commission
1919 M Street, NW, Room 814
stop Code: 0101
Washington, D.C. 20554

Blair Levin, Esq.
Chief of Staff
Office of the Chairman
Federal Communications

Commission
1919 M Street, NW, Room 814
stop Code: 0101
Washington, D.C. 20554

William Johnson, Esq.
Federal Communications
Commission
Mass Media Bureau
2033 M Street, Room 918
stop Code: 1800F
Washington, D.C. 20554

Daniel L. Brenner, Esq.
National Cable Television
Association, Inc.

1724 Massachusetts Avenue, NW
Washington, D.C. 20036

sammons\replycom.729


